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I n  the X a t t e r  of: 

AN EXAMINATION BY THE PUBLIC 1 
SERVICE COMMISSION OF THE 1 
APPLICATION OF THE FUEL 1 
ADJUSTMENT CLAUSE OF KENTUCKY ) 
UTILITSES COMPANY FROM ) 
NOVEMBER 1, 1982, TO OCTOBER 31,) 
1984 1 

CASE NO. 9173 

ORDER ON REHEARING 

On May 16, 1985,  the Commission issued an I n t e r i m  Order  i n  

t h i s  p r o c e e d i n g  which, among other t h i n g s ,  d e n i e d  t h e  request  of 

Kentucky U t i l i t i e s  Company ("KU") pursuant to 807 KAR 5 : 0 5 6 ,  

Sec t ion  1 ( 4 ) ,  to recover through its fuel a d j u s t m e n t  clause 

("FAC")  a p p r o x i m a t e l y  $ 2 . 2  m i l l i o n  a d d i t i o n a l  f u e l  expense for 

s u b s t i t u t e  g e n e r a t i o n  n e c e s s i t a t e d  by a forced outage a t  its 

Ghent  Unit No. 1 f r o m  August 10 t o  October 17, 1984. The Commis- 

s i o n ' s  d e n i a l  was based on a f i n d i n g  that the forced outage was a 

r e s u l t  of e i t h e r  faulty equipment or faulty o p e r a t i o n .  KU f i l e d  

a timely request for  rehearing alleging t h a t  1) there was insuf- 

f i c i e n t  proof t o  support the C o m m i s s i o n ' s  d e c i s i o n  and 2 )  the 

Commission misread and misapplied its FAC r e g u l a t i o n  covering 

forced o u t a g e s .  R e h e a r i n g  was g r a n t e d  and  KU s u b m i t t e d  p r e f i l e d  

testimony of Mr. Ronald L.  Whitmer, Director of P r o d u c t i o n  and 

G e n e r a t i o n  C o n s t r u c t i o n  for KU. A h e a r i n g  upon notice was h e l d  

on August 27, 1985, a t  t h e  Commiss ionas  offices in Frankfort ,  



Kentucky, for t h e  purpose of c o n d u c t i n g  c r o s s - e x a m i n a t i o n .  The 

sole i n t e r v e n o r  was t h e  A t t o r n e y  G e n e r a l ' s  O f f i c e ,  D i v i s i o n  of 

Consumer P r o t e c t  ion. 

The f o r c e d  o u t a g e  a t  Ghent U n i t  N o .  1 o c c u r r e d  when 

s e v e r a l  pieces of p las t i c  were picked  up by the p l a n t  s e r v i c e  

water pumps and became lodged i n  t h e  backwash mechanism of t h e  

water s t r a i n e r s ,  T h i s  c u t  off t h e  u n i t ' s  supply of service 

water ,  necess i ta t ing  a shutdown of t h e  u n i t  u n d e r  load. During  

that shu tdown ,  a check v a l v e  in a steam l i n e  f a i l e d  to  p r o p e r l y  

close, p e r m i t t i n g  t h e  backflow of low t e m p e r a t u r e  steam v a p o r  

into t h e  t u r b i n e  a n d  causing e x t e n s i v e  damage. 

KU r e a d i l y  a d m i t s  t h a t  the t u r b i n e  damage and s u b s e q u e n t  

o u t a g e  was a r e s u l t  of t h e  check  v a l v e  n o t  fully c los ing .  

However, it a r g u e s  t h a t  t h e  damage was not a r e s u l t  of f a u l t y  

operation or f a u l t y  e q u i p m e n t  because KU follows a r i g o r o u s  

m a i n t e n a n c e  program and e q u i p m e n t  f a i l u r e s  of t h i s  n a t u r e  are 

i n h e r e n t  in t h e  h i g h l y  complex components comprising a generating 

p l a n t .  I n  factp KO t e s t i f i e d  t h a t  i n  a s u r v e y  of 58 u t i l i t i e s ,  

28 had e x p e r i e n c e d  s i m i l a r  i n c i d e n t s  o f  t u r b i n e  damage w i t h i n  t h e  

past 10 y e a r s .  

KU further arquee that the Commission has m i s r e s d  and m i S -  

applied its FAC regulation i n  d e n y i n g  KU's energy cost recovery 

when KU's operat ion and  m a i n t e n a n c e  at the g e n e r a t i n g  plnnt was 

p r u d e n t  and p r o p e r .  KU claims t h a t  cost recovery must be per- 

m i t t e d  in t h e  a b s e n c e  of fault o n  t h e  u t i l i t y ' s  behalf. 

Based o n  t h e  e v i d e n c e  of record and b e i n g  advised, the 

Cornm~Plafon is of the opinion and h e r e b y  f i n d s  t h a t  t h e  f o r c e d  
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outage a t  Ghent U n i t  No. 1 was caused by a c h e c k  v a l v e  n o t  f u l l y  

c los ing .  T h i s  f a i l u r e  of t h e  c h e c k  v a l v e  c l e a r l y  c o n s t i t u t e s  

' f a u l t y  equ ipmen t , "  as t h a t  phrase is used i n  8 0 7  KAR 5 : 0 5 6 ,  

S e c t i o n  l(41, for purposes of d e n y i n g  cost r e c o v e r y  under the 

FAC. The FAC r e g u l a t i o n  allows cost r e c o v e r y  o n l y  when t h e  

f o r c e d  outage is a r e s u l t  of a n  A c t  of God, i n s u r r e c t i o n  or ac ts  

of t h e  publ ic  enemy. The record is d e v o i d  of a n y  e v i d e n c e  to  

s u p p o r t  a f i n d i n g  that the forced o u t a g e  was a r e s u l t  of o n e  of 

t h e s e  enumera ted  e v e n t s .  

The Commission f u r t h e r  f i n d s  t h a t  its FAC r e g u l a t i o n  w a s  

enacted to  afford electr ic  u t i l i t i e s  a n  e x p e d i t e d  method for cost 

r e c o v e r y  of spec i f ied  f u e l - r e l a t e d  expenses. By c h o o s i n g  to  

adopt s u c h  a c l a u s e ,  a u t i l i t y  is able to  recover any changes i n  

t h e  specified f u e l  e x p e n s e s  o n  a m o n t h l y  b a s i s  without t h e  re- 

quirement of f i l i n g  a rate case. The FAC was n o t  i n t e n d e d  to be 

a v e h i c l e  for a u t i l i t y  t o  c h a r g e  its ratepayers for c h a n g e s  i n  

any and a l l  f u e l - r e l a t e d  e x p e n s e s .  C o n s e q u e n t l y ,  t h e  FAC repre- 

s e n t s  a b a l a n c i n g  of i n t e r e s t s  between t h e  u t i l i t y ' s  need to 

p r o m p t l y  recover c h a n g e s  in f u e l  e x p e n s e s  and t h e  r a t e p a y e r s '  

need t o  be protected from p a y i n g  any  f u e l  e x p e n s e  n o t  spec i f i -  

c a l l y  authorized b y  the FAC. S i n c e  g e n e r a t i n g  u n i t s  are u n d e r  

t h e  e x c l u s i v e  o p e r a t i o n  and control of the u t i l i t y ,  t h e  FAC 

severely 1Lmits t h e  c o n d i t i o n s  u n d e r  which  a u t i l i t y  can recover 

s u b s t i t u t e  e n e r g y  costs.  None of those conditions have been met 

i n  this case. The h i g h  f r e q u e n c y  o f  check v a l v e  f a i l u r e s ,  as 

e v i d e n c e d  by KU's s u r v e y  of other u t i l i t i e s ,  forecloses any 

f i n d i n g  t h a t  e u c h  a failure can q u a l i f y  a8 an Act  of God. 
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Therefore KU's r e q u e s t  to  recover t h e  cost  of s u b s t i t u t e  e n e r g y  

is denfed.  

IT IS THEREFORE ORDERED t h a t  KU's request upon rehearing 

to recover through its FAC t h e  cost of s u b s t i t u t e  e n e r g y  be and 

it hereby is d e n i e d  and t h e  Commission's I n t e r i m  Order e n t e r e d  

May 16, 1985, be and it hereby is affirmed. 

Done a t  Frankfort, Kentucky, t h i s  11th day of Ocmber, 1985. 

PUBLIC SERVICE COMMISSION 

ATTESTr 

Secretary 


